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ADDRESS TP THE ANNUAL DINNER OF THE TAXATION INSTITUTE OF AUSTRALIA 
BY DON DUNSTAN. PREMIER OF SOUTH AUSTRALIA. 
2 0 t h N o v e m b e r , 1 9 7 0 . 
"FUTURE TRENDS IN TAXATION.» 
MR. CHAIRMAN, 
MR. COWLE, 
DISTINGUISHED GUESTS, 
(LADIES AND) GENTLEMEN: 
THANK 'YOU FOR I N V I T I N G ME HERE TOIMGHT. AS A PREMIER AND TREASURER, 
I T IS I THINK APPROPRIATE THAT I SPEAK TO YOU, AS MEMBERS OF THE 
TAXATION INST ITUTE, ON POSSIBLE FUTURE TRENDS IN TAXATION. NOT 
TO PUT THE MATTER TOO L IGHTLY, GOVERNMENTS HAVE A VERY SPECIAL 
INTEREST IN TAXATION - AND ONE WHICH NO DOUBT TAXATION CONSULTANTS 
AND AGENTS APPRECIATE. 
WITH PREDICTIONS IN FUTURE TRENDS, I THINK I T IS NECESSARY TO 
DISTINGUISH BETWEEN THE THREE BASIC FORMS OF TAXATION WE HAVE 
IN OUR COMMUNITY. 
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THEY ARE - INCOME TAXATION; TAXATION LEVIED UPON CAPITAL VALUES, 
BUT NOT NECESSARILY PAID OUT OF CAPITAL; AND THE TAXATION OF 
TRANSACTIONS WHICH INCLUDE BOTH DOMESTIC AND EXTERNAL TRANSACTIONS. 
AND IN CONSIDERING THESE, I T IS NECESSARY TO SEE THEM IN RELATION 
TO ALL TAXATION - COMMONWEALTH, STATE AND LOCAL GOVERNMENT. 
OUR FORMS OF TAXATION, IN ADDITION, MUST BE SEEN IN THE CONTEXT OF 
a n/»*<r 
A SOCIETY WHICH DEMANDS THAT ITS GOVERNMENTS PROVIDE AN IBE RANGE 
OF SERVICES. THESE SERVICES IN FACT MEAN THAT INCREASING IMPOSTS 
(PROPORTIONATE AND PER CAPITA AS WELL AS IN ABSOLUTE TERMS) ARE 
NECESSARY TO PROVIDE FOR NEW STANDARDS IN EDUCATION, HEALTH, WELFARE, 
PENSIONS, AND SO ON. AND SO I WOULD PROPOSE TO LOOK AT THESE 
MATTERS NOT AS A S T A T I S T I C I A N , WHICH. I AM NOT,/VOR AS AN ECONOMIST, 
WHICH I AM NOT,. BUT RATHER AS A SOCIAL OBSERVER, AND A P O L I T I C I A N 
UPON WHOM A CERTAIN AMOUNT OF DECISION MAKING IN RELATION TO 
SOCIAL SERVICES AND TAXATION DEVOLVES. 
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IN ROUND TERMS AUSTRALIA 'S TAXATION THI5 YEAR IS LIKELY TO SEE 
SOME $7,DOOM., OR 84% OF TOTAL AUSTRALIAN TAXATION, RAISED BY THE 
COMMONWEALTH. THE STATES WILL RAISE ABOUT S 9 2 5 M . , OR 11% OF THE 
TOTAL, AND LOCAL AUTHORITIES WILL RAISE ABOUT $400M. OR 5% OF THE 
TOTAL. 
HOWEVER, ALLOWING FOR THE TAX REIMBURSEMENT GRANTS FROM COMMONWEALTH-
TO STATES OF SOME , $ 1 , 3 2 5 M . THE ACTUAL PROPORTIONS BECOME ABOUT 
68%,. (COMMONWEALTH)-, 27% (STATES) AND 5% (LOCAL GOVERNMENT). 
IN ;RECENT YEARS TAXATION REVENUES HAVE BEEN INCREASING BY SOME 
10% TO 12% A YEAR, AS COMPARED WITH INCREASES OF.SOME 7% TO 8% 
IN THE NATIONAL INCOME. IN ADDITION, TAXATION REVENUES HAVE BEEN 
DOUBLING EVERY SIX OR SEVEN YEARS, AND STATE TAX REVENUES HAVE BEEN 
INCREASING RATHER MORE RAPIDLY THAN THE COMMONWEALTH'S. LOCAL 
AUTHORITIES REVENUES HAVE INCREASED LEAST OF A L L . 
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AND OF THIS INCOME TAX TAKES A GREATER PROPORTIONATE PLACE THAN • 
EVER BEFORE. I T COMPRISES ABOUT 54% OF THE COMBINED TAX REVENUES 
OF ALL THREE AUTHORITIES, .AND ABOUT 65% OF THE COMMONWEALTH TAX 
REWENUE5, AND THIS EMPHASIS IS OF COMPARATIVELY RECENT GROWTH. 
UNTIL WORLD WAR I THE COMMONWEALTH HAD NO INCOME TAX AND UNTIL 
WORLD WAR I I ITS INCOME TAX WAS RELATIVELY MINOR AS COMPARED WITH 
THE COMMONWEALTH'S OTHER TAX OR WITH INCOME TAXES LEVIED BY THE 
STATES. THEN THE COMMONWEALTH ASSUMED THE POSITION OF SOLE INCOME 
TAX AUTHORITY, AND HAS CONSOLIDATED AND STRENGTHENED THIS,. TO THE 
EXTENT THAT I T I S THE DOMINATING ECONOMIC AND FINANCIAL POLIT ICAL 
FORCE IN THE COMMONWEALTH. 
UNDER ITS CONTROL INCOME TAX HAS GROWN FOR TWO REA50NS. AS A TAX, 
I T IS A WONDERFUL GROWTH SYSTEM ESPECIALLY IN TIMES OF INFLATION. 
I T CAN ALSO BE RECKONED THE FAIREST TAX, FOR I T REQUIRES PAYMENT 
FROM EACH ACCORDING TO HIS A B I L I T Y . AND BOTH THESE ATTRIBUTES 
ARISE PRIMARILY BECAUSE I T IS A PROGRESSIVE TAX AS I T IS NOW 
ADMINISTERED. 
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BECAUSE I T IS PROGRESSIVE, IN TIME OF PRICE AND INCOME INFLATION 
INCOME TAXATION^ YIELD INCREASES REMARKABLY WITHOUT CHANGING THE 
STATUTORY RATES. 
TO THE TAX GATHERER THIS IS A FINE ATTRIBUTE - TO THE TAX PAYER 
I T IS INS ID IOUS. AND SO WE SEE THAT OVER TEN YEARS THE YIELD HAS 
INCREASED 2 . 8 FOLD, AND NOTWITHSTANDING OCCASIONAL REPUTED 
CONCESSIONS AND RATE REDUCTIONS, I T REMAINS MUCH MORE 
SEVERE IN TERMS OF PROPORTIONATE EXTRACTIONS FROM COMPARABLE 
REAL INCOMES. 
NOW WILL THIS TREND CONTINUE? 
AS INFLATION IS UNDOUBTEDLY WITH US, THE GROWTH AND REAL SEVERITY 
WILL CERTAINLY MOVE UPWARD„ SINCE I T MAY BE SAID THAT INCOME TAX 
IS THE FAIREST TAX - AND PERHAPS THE ONLY FAIR TAX -
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THIS TENDS TO JUSTIFY THE TREND AS THE PROPER WAY OF SECURING THE 
INCREASING PROPORTION OF NATIONAL INCOME REQUIRED FOR SOCIAL 
AND WELFARE SERVICES, BUT AGAINST THIS THREE FACTORS ARE OPERATING. 
THEY ARE AS FOLLOWS 
( 1 ) THERE IS A GROWING AND MORE VOCAL REVULSION AGAINST THE 
AUTOMATICALLY INCREASING SEVERITY BUILT INTO INCOME TAX 
UNDER THE PRESENT CONDITIONS, AND A DEMAND FOR RESTRUCTURING 
PARTICULARLY AS AFFECTING THE LOWER AND MIDDLE INCOMES. 
( 2 ) THERE IS INCREASING RECOGNITION THAT THE DIFFERENTIAL 
RATE OF INCOME TAX (THAT I S , THE EXTRA TAX ON EACH EXTRA 
©100 OF INCOME RECEIVED) IS BECOMING INCREASINGLY CONFISCATORY, 
TENDING TO DISCCMn/. -.E EFFORT AND TO INCREASE INCOMES BY MORE 
EFFORT, MORE EFFICIENCY, MORE RESPONSIBIL ITY, OR WORKING 
OVERTIME. 
( 3 ) AND F INALLY , THE FACT THAT THE MOST PRESSURE FOR INCREASED 
.SOCIAL SERVICES IS UPON THE STATES AND NOT THE COMMONWEALTH, 
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AND SINCE THE STATES DO NOT HAVE ACCESS TO INCOME TAX, 
THEIR CONCENTRATION MUST BE ON OTHER TAXES AND INEVITABLY 
THE TAXES ON TRANSACTIONS. 
SO WHAT ARE THE LIKELY FUTURE TRENDS IN INCOME TAX? 
THE IMPACT OF THE DIFFERENTIAL TAX CAN ONLY BE SIGNIFICANTLY 
RELIEVED BY MARKEDLY LOWERING THE YIELD OF THE TAX OR BY INCREASING 
THE IMPACT ON THE LOWER AND MIDDLE INCOMES. RATES ARE SO HEAVY 
THERE IS NO ALTERNATIVE. 
ON THE OTHER HAND I T MAY BE THAT YIELDS MAY BE INCREASED BY A NEW 
APPROACH TO CONCESSIONAL DEDUCTIONS. CURIOUSLY ENOUGH CONCESSIONAL 
DEDUC TIONS ARE SOUGHT BY THE LOWER AND MIDDLE INCOMES, EVEN THOUGH 
THEIR MAIN BENEFITS ARE TO THE HIGH INCOMES. AND THIS MEANS THAT 
TO RAI5E THE SAME -REVENUES AS BEFORE, THE LOWER AND MIDDLE INCOMES 
MUST SUBMIT TO A NET INCREASE IN THE SEVERITY OF TAXATION. 
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THE 0208 CONCESSIONAL DEDUCTION FOR A DEPENDENT CHILD MEANS ONLY 
$20 OR $30 TO THE SMALL TAXPAYER, BUT MEANS ©140 TO THE 
BIG TAXPAYER. I T WOULD SURELY BE BETTER TO INCREASE CHILD 
ENDOWMENT BY A FLAT AMOUNT AND DISCONTINUE THIS CONCESSION. 
EVEN MORE STARTLING IS THE CONCESSIONAL DEDUCTION FOR INSURANCE. 
THE SMALL TAXPAYER'S 330 A YEAR PREMIUM MAY SAVE HIM $2 OR $3 
IN TAX, WHILE THE LARGE TAXPAYER'S $1200 PREMIUM SAVES HIM $800 
IN TAX. THE VESTED INTEREST IN THIS DEDUCTION IS WITH THE LARGE 
TAXPAYER, WITH THE INSURANCE COMPANY, AND WITH THE TAX ADVISER. 
THE DEDUCTION FOR EDUCATION EXPENSES LIKEWISE FAVOURS THE BIG 
TAXPAYER. COMMUNITY SERVICES AND EDUCATION WOULD BE MUCH BETTER 
SERVED BY REMOVING THIS DEDUCTION AND DEVOTING THE TAX MONEY 
TO FURTHER ASSISTING EDUCATION, BOTH PRIVATE AND PUBLIC. 
AND HOW MUCH EASIER WILL BE THE ASSESSMENT WITH SUCH S I M P L I F I C A T I O N S . 
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I T COULD MEAN PERHAPS MUCH MORE EXTENSIVE SELF ASSESSMENT, 
EVEN TO THE ELIMINATION OF RETURNS FROM WAGE AND SALARY EARNERS -
AND TO GREATLY REDUCED COSTS OF TAX ADMINISTRATION AND OF TAX 
ADVICE. 
BUT WILL THIS HAPPEN? AT THE MOMENT THE TREND AND PRESSURES 
ARE IN FACT IN THE OPPOSITE DIRECTION - MORE SPECIAL CONCESSIONS, 
MORE COMPLEXITIES. 
THE SMALL AND MIDDLE INCOME EARNER WILL S T I L L PRESS FOR THESE. 
AND SO DURING THE NEXT DECADE I SUGGEST THE TREND MAY BE THAT INCOME 
TAX WILL TAKE A RELATIVELY SMALLER PLACE IN OVERALL REVENUES - THE 
PAST TRENDS MAY THUS BE REVERSED. 
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WITH THE SO-CALLED 'TAXES ON CAPITAL ' WE INCLUDE PROBATE AND 
SUCCESSION DUTIES, GIFT TAXES, LAND TAX IN THE COMMONWEALTH AND 
STATE F IELDS, AND COUNCIL RATES IN THE LOCAL GOVERNMENT F I E L D . 
THEY TAKE UP PERHAPS OF THE TOTAL TAXATION FIELD BUT 
THEY HAVE LATTERLY TAKEN A PROGRESSIVELY SMALLER PLACE OVERALL. 
I T I S NOT CORRECT TO SAY THEY ARE PAID OUT OF CAPITAL - THEY ARE 
LEVIED UPON THE CRITERION OF A CAPITAL AMOUNT - THAT I S , THE ASSESSED 
VALUE OF AN ESTATE OR GIFT OR SUCCESSION, AND THE IMPROVED OR 
UNIMPROVED VALUE OF LAND AND PROPERTY. THEY ARE SOMETIMES PAID 
FROM CAPITAL, BUT RELATIVELY SELDOM. MOST COUNCIL RATES ARE 
OBVIOUSLY PAID FROM INCOME AND SO IS MOST LAND TAX. INASMUCH 
AS ESTATES AND GIFTS ARE ACCUMULATED FROM INCOME, AND OCCASIONALLY 
UNEARNED INCOME, THE TAX MAY BE REGARDED AS MET FROM INCOME, AND 
WHILE THESE TAXES ARE OF COURSE NOT NECESSARILY PRO RATA TO INCOME, 
I T IS NOTEWORTHY THAT LAND TAX AND COUNCIL RATES ARE INCOME TAX 
DEDUCTIONS WHICH SHOULD GO A LONG WAY TO REMOVING THEORETICAL 
OBJECTIONS. 
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I T IS FURTHER WORTHY TO POINT OUT THAT PROPERTY TAXES ARE GENERALLY 
MUCH LOWER IN AUSTRALIA THAN IN MOST OTHER ADVANCED COUNTRIES, 
PARTICULARLY AS COMPARED WITH THE UNITED STATES. AND FURTHERMORE, 
IN AUSTRALIA WE HAVE NEITHER A WEALTH TAX NOR A CAPITAL GAINS TAX. 
SUCCESSION, G I F T , AND LAND TAX ARE RELATIVELY SMALL SUBSTITUTES 
FOR THESE, AND IN AUSTRALIA, WHERE THE VALUE OF RURAL LAND HAS BEEN 
GREATLY INCREASED BY PUBLIC EXPENDITURE IN TRANSPORT, IRRIGATION, 
DRAINAGE, AND RESEARCH, AND WHERE THE EXPANDING VALUE OF URBAN LAND 
HAS RESULTED MUCH MORE FROM COMMUNITY DEVELOPMENT THAN INDIV IDUAL 
ACTION, THE RECOVERY OF SOME SMALL INCREMENT ANNUALLY TO THE PUBLIC 
PURSE IS SURELY J U S T I F I E D . 
A GREAT PROPORTION OF THE INCREMENT IS NOT ONLY "UNEARNED" BY THE 
PRIVATE OWNER, I T IS THE POSITIVE RESULT OF PUBLIC EFFORT. 
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BUT WHAT IS THE LIKELY FUTURE TREND WITH THESE CAPITAL TAXES? 
BROADLY THEY ARE REGARDED UNFAVOURABLY BYi ALL SECTIONS OF THE 
COMMUNITY. THEY ARE CAPABLE OF EXTENSION, PARTICULARLY IN THE FORM 
OF PROPERTY RATING, BUT ONE I S FORCED TO THE OPINION THAT THEY WILL 
TAKE AN INCREASINGLY MINOR PLACE. I T MAY BE THAT THEY COULD BE 
SUPPLEMENTED BY SOME WEALTH TAX OR CAPITAL GAINS TAX, BUT WHILE 
THE LATTER SEEMS UNEXCEPTIONABLE IN THEORY, IN APPLICATION I T PROMISES 
TO BE A NIGHTMARE FOR THE TAX ADMINISTRATOR AS WELL AS FOR THE 
TAXPAYER. 
SO F INALLY , WE HAVE TAXES ON TRANSACTIONS. THESE COVER A VERY 
WIDE RANGE, FROM IMPORT DUTIES, EXCISE DUTIES, AND SALES TAXES OF 
THE COMMONWEALTH, TO PAYROLL TAXES, STAMP DUTIES UPON DOCUMENTS 
AND TRANSACTIONS, AND LICENCES WHICH (AS WITH LIQUOR AND INSURANCES 
LICENCES) ARE VIRTUALLY TURNOVER TAXES AND ONLY BARELY AVOID BEING 
EXCISES. 
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UNTIL RECENTLY TRANSACTION TAXES ALSO INCLUDED RECEIPTS DUTY, 
WHICH WAS VIRTUALLY A BUSINESS TURNOVER TAX. OTHER TRANSACTION 
TAXES INCLUDE SUCH FORMS AS CUSTOMS DUTY, WHICH ONCE WAS RECKONED 
A GREAT TAX BECAUSE IT WAS BELIEVED TO IMPACT UPON THE FOREIGNER, 
WHILE MORE RECENTLY BECAUSE I T WAS BELIEVED TO PROTECT LOCAL 
INDUSTRY. BUT WITH CUSTOMS DUTY THE FACTS ARE THAT, L IKE ALL 
OTHER TRANSACTION TAXES, THEY IMPACT MOSTLY, AND OFTEN WHOLLY, 
UPON THE PURCHASER. 
I T HAS BECOME THE HABIT LATTERLY TO DEPLORE MANY TRANSACTION 
TAXES BECAUSE THEY PUT UP PRICES, AND BECAUSE THEY MAY BE THOUGHT 
TO BE A DISCOURAGEMENT TO INDUSTRY. 
AND CERTAINLY THEY DO USUALLY PUT UP PRICES. 
I F ONE PARTICULAR BRANCH OF INDUSTRY IS LOADED WITH A TAX 
WHILE OTHERS WHICH ARE COMPETITIVE FOR THE CUSTOM OF CONSUMERS 
ARE NOT, THERE COULD BE A DISCOURAGEMENT TO INDUSTRY AND PERHAPS 
EVEN WORSE. 
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NOW IN ALL THESE MATTERS, THERE IS THE IMMEDIATE TASK TO SETTLE 
THE PERENNIAL QUESTION OF THE D I V I S I O N OF MONIES BETWEEN THE STATES 
AND THE FEDERAL GOVERNMENT WHICH IS NOW, BECAUSE OF THE ACTIONS OF 
THE PRESENT FEDERAL GOVERNMENT, AT ITS MOST CRIT ICAL STAGE EVER.. 
THE FEDERAL GOVERNMENT, POSSESSED OF REVENUES FROM THE GROWTH 
RATE TAXES, T IES THE STATES TO A LEVEL OF EXPENDITURE NOT 
SUFFICIENT TO DISCHARGE THEIR R E S P O N S I B I L I T I E S . THE STATES HAVE 
THE JOB OF PROVIDING FOR EDUCATION, HEALTH AND HOSPITALS,AND 
DEVELOPMENT. IN COMPARABLE COUNTRIES, IN EACH OF THESE AREAS, THE 
INCREASE IN ANNUAL EXPENDITURE BY THE GOVERNMENT IS GREATER THAN THE 
RATE OF INCREASE IN POPULATION OR PRODUCTIVITY. THE STATES, 
HOWEVER, HAVE BEEN KEPT TO A LEVEL OF EXPENDITURE L I M I T I N G THEIR 
INCREASE TO POPULATION AND WAGE M0VEMENT5. 
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I T IS ABSURD FOR THE COMMONWEALTH TO SAY AT THE PREMIERS CONFERENCE 
"WE CANNOT LET YOU HAVE MONEY TD RUN SERVICES COMPARABLY WITH OTHER 
COUNTRIES" AND THEN TO PRODUCE THE KIND OF FEDERAL BUDGET WHICH 
WE HAVE JUST SEEN. THERE MUST BE A RE-WRITING OF THE STATES GRANTS 
PROVISIONS. 
A NEW ERA OF JOINT COMMONWEALTH/STATE AND LOCAL GOVERNMENT 
CO-OPERATION.MUST BE ACHIEVED. • 
JOINT SECRETARIATS IN EACH AREA OF COMMON INTEREST BETWEEN THE 
STATES MUST BE SET UP TO ENSURE THE MAXIMUM INVOLVEMENT OF 
ALL ELECTED PERSONS AND THE PU3LIC IN DECISION MAKING. 
THE INTERSTATE COMMISSION SHOULD BE RE-ESTABLISHED AND THE ROLE 
OF THE COMMONWEALTH GRANTS COMMISSION SHOULD BE EXPANDED TO 
SERVICE THESE JOINT SECRETARIATS. I T IS CLEAR THAT THE PRESENT 
LIBERAL AND COUNTRY PARTY GOVERNMENTS, WITH THEIR WELLKNOWN 
INERTIA IN RELATION TO THIS PROBLEM WILL ENDEAVOUR TO WRANGLE 
ABOUT WHO HAS WHAT MONIES TO SPEND SEPARATELY. 
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BUT THE FACT IS THAT STATE AND LOCAL GOVERNMENT MUST BE ASSISTED 
IN THOSE AREAS WHERE EXPENDITURE WILL INEVITABLY RISE MORE 
RAPIDLY THAN INCOME AND POPULATION. 
AS THINGS STAND, THE STATES MUST BE GUARANTEED NO LOSS OF 
PRESENT REVENUES AND IN FACT MUST BE RELIEVED OF THEIR GROWING 
INTEREST BURDEN AND SO I BELIEVE THAT THE SOLUTION IS THAT 
STATE AND LOCAL GOVERNMENTS BE GIVEN NON-REPAYABLE COMMONWEALTH 
GRANTS FOR CAPITAL WORKS. 
BUT THEN WHERE i s THE FEDERAL GOVERNMENT TO GET THE MONEY? 
ITS SCOPE FOR TAX DEVELOPMENT IS NOT UNLIMITED, THOUGH I T IS 
TRUE THAT I T HAS CONTROL OF SOME EFFECTIVE AREAS OF GROWTH 
REVENUES. WHAT WE MUST EXPECT IN AUSTRALIA IS A GOVERNMENT 
CAPABLE OF MAKING SURE OUR PRIVATE AFFLUENCE DDES NOT INCREASE 
OUR PUBLIC POVERTY - THE PEOPLE OF THIS COMMUNITY ARE DEMANDING 
AN EVER INCREASING RANGE OF COMPLEX AND EXPENSIVE SERVICES FROM 
GOVERNMENTS. 
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WHAT GOVERNMENTS MUST DO IS ACHIEVE THESE IN SUCH A WAY THAT THE 
REVENUE RAISING IS BOTH PROGRESSIVE AND AT THE SAME TIME 
RESPONSIVE TO ALL THE COMPLEX PERSONAL, SOCIAL AND ECONOMIC 
FACTORS INVOLVED. 
THANK YOU. 
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